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Ces Melaron ISD - 
Gof. Loyd giD/c(by phone ) Wa fa rat, 





osz0gor | 
SHOSTATR WASHINGTON oonoper 5, 1953 V 

USPOT0 Cireular ¥ 3 R 
IOLASSIFIED OOROBIR 10, 1953 M 





B soc All European Missions USPOT0 Circuler & 22 All Par Nast Missions 
OT0 Circular 7 20 All Near Bast South Asia and Africa Missions usroro | 





olveular I 3 from Departuont, p 
Caleutta for Katmandu, Paris MSN basic mterials programs for PY 195), and 

PY 1955. f 
1. Separate airgrams are being despatched describing: 

A. Oriteria and procedures applicable to basic mterlals i. 


program for FY 195) and (6) nature of project submission requested for = 
PY 1955, : 

2, Major difference between prograus for 2 years has to do with 
types of projects eligible for financing. Legislative history for FY 195) 
limit programs largely to materials in critically short supply point 
of view of US stockpile, Por FY 1955 P0A/Washington hopes to be able 
to revert to criterion of needs of comtries receiving US assis tance | 
for increased supplies of materials which are in short supply in the 
free world, Also anticipate more emphasis on projects to open up areas ¥ 
from which important materials might be secured rather than on direct 
production projects which are more likely to be handled by private 
investment. 

POA/Washington contemplates requesting $0 million or $50 million 
in FY 1955 in contrast with $19 million received for PY 195h but this 
constitutes no limitation on mis sion submission sound and well described 
UNCLAS SLFIE D 


















projects. Any prop ct to be undertalon in m tropolitan Burope would 









) : , Y re very special fwitification, 


shy Ab present tm official date for submission of FY 195), program 
onigi 4 however’, impossibility 


Ta Sieh ie Veins 18 Goveber Yts- Nee 





presenting any progran on that date except in met general terns, 
Essential we be able to wesont illustration propcts to budget by 





November 1, For 


ubmission at that time propcts should be selected from 


among those well developed in the past by the mission or PC or from 


sound projects well advanced in current planning 
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SUSJECT — Project Sutmissions for Basie ifmterials Program for FY 1955 


=] ) LUOPLE d procedures outlined in Cire Airgran 
september 30, 1953, for Basie Materials Projects in FY 1994 will govern in 
PY 1955, oxcept that the types of project eligible for Basic imterials 
finencing will. wore nearly approximate those subaitted to Congress for 

| SY 2954, and hence will have a broader scope than those deseribed dn 

| the reference airgran, 

















van ! eo The major chance from the reference airgran contemplated is 
ash Chat steele will be eligible for first priority consideration te- 

| Ker they are in critically short supply from the point of view of 

| countries receiving 1.5. asaistance and vill not be Liu tee to materials 
otal being atded to the 0.5, stockpile, This would mean, for exaaple, 
| king cole end fron ore projects to increase availabilities for Japen 
again eligible for Basic Materials financing. However, projects will 

| Not be wndertaken when supplies are reasonably avalleble at competitive 
cout to the KO when delivered in the country receiving sid ce when 

| there are criiical surpluses, 





3. {a) Ta FY 1955, the ewphasis should bs on projects which 

| will open up areas for development, including prelinivary mapping, — 

| exploration and engineering verviess, a8 woll as ports, transportation, 

| powr facilities and other ancillary projects. However, where Basis 

| Materials Maaneing is sought, or way be desired, project description 

should indicate clearly the relationship of the ancillary development: 

| to increased production of specific materials. This 1s particwlarly 

nTCHY true with respect to pow project submissions for FY 1955 which 
Phu HOR | showc be accempented or careful estimates of the type of production 

STAGR we they will make nosaihle and amount of power required for such stated 

& POA~ PAPPOES o 

ART o4.0, 35, CIA, COMM, BPS FS, BEIM, FRB, ODM, SPATE, TREAS , 























AUTHORIZING OfFicER = [renee BF GY [oFFice iPHONE NO. DATE 
Gloun N, Craig, AD/s | | AF Hingiohs /ng | AD/ o a 10/i/ 53 

WSA AND OTHER CLEARANCES qT ERA SECURITY CLASSIFICATION. MSA AND OTHER CLEARANCES 
Clisred in Draits i een UNO LASS TEP TED 13 Jistaubaugh 

Witovan, OTS Cloared in Subetance:- 

| Toyeet oe Os 1), IND IND VeTopitins ox, AD/ Is ihhy | 

Kilua, 40/s [Niolagreen, FO@ 1 er neee 9, 
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3. (b) Direct production projects should be left as far es possible to 
private investizont or financing by public lending institutions » but direct 
wreduction profects will still be regarded as eligible for Basic iaterials 
tisantlag in excaptional cases, vpotdal attention should be given in country 
om Pasle iaterlals Frogreas to encourageuwent of preliainary work that mist. 
procede large-scale investuent in diyect production projects, TA may be 
appropriate but care umst be exereised to insure that grants are not in 
eifect wale to private parties, 


4. FOU/W Hopes Liaitetion of projects to ifriea and Asia uay be lifted 
in '¥ 2955. As neactieal wabter, wo anticipate slight expansion of Basie 
Materdals Projects in Africa, kut would hope to be able to present soundly 
conceived projects in Asia totalling at least wL5 Million or 320 million after 
seresiting. Any project to be undertaken in ‘etropolitan furo;e vould require 
very Special justification, Sinea no protects have ever been financed with Bi funds ip 
uy LA issions may regent this airgrain a8 intondod for their informétion. 

5: FO contemplates total request for 340 or $50 million in 7¥ 1955 
in contrast with 319 willion recetwod for FY 1954. but this constitutes no 
Jidtation on iission subaission sound and well-described projects, The nore 
good (repeat ool) projects that cen be subaitted, and for which other mans 
of financing do not appear to be available to cover full cost of project, the 
better, 


6 (a) In addition to subaitting projects as called for in paras 2 end 
2, itlesions should indleate watertale which are in critically short supply 
Tro point of view PO and should indicate nonedollar sources outside the PC 9 
sf any, in which Governuent of PC believes {nereased production of specific 
llacverials would be desirable to create adequate and economic source for i, 
Have discussious for sueh Cevelopuont been conducted by PC and other Governe 


“iehts involved or by reprosentatives of private interests? Are PO Govern. E 
26% or privete iaterests in PO prenared to uniertalea any part of financing? ; 
fave thera been joint discussions with TED, for example, as to feasibility 
Dank financine for such developuonts? ould Indieated hon-dollar sources he ; 


cometitive in world markets or would they have to be sustained by subsidies 
ov discri.daatory agreements? hat studies or experfence indicate need for 
expansion of regional or world sourees of Supply of specific metertals for pc? 
No these studies reveal true shortage, Liausdiats or Liuuinant, or do they 
terely Indicate PC desire to stop buying fron U.S. coumedities in adequate 
supoly here at world marlet prices? 


{b} Tt ds recognized that PC's way have dona Uttle thinking of 
sory indicated by questions in para 6{a) except about materials that cannot t 
te developed locally and which must now be Luported frou scarce=currency ; 
areas such as dollar area. However, since tun pPluery objective of Rasie 
Vaterigis Progra is to ake sure nor aL country propvrans are roundied out, 
and supplenonted by nrojeets that consider tegional needs and availabilities ; 
cevelopuent projects subultted by PC's should include evidence as to their 
Polationship to regional or vorld needs. PO's datestic raquinemsuts are, 
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a corse, part of total rovdonal requirements, but even indigenous cevelopment, 
vo serve PO needs under normal country program financing should indieste con~ 
templated éxpanston is econonic. fo be eligible for Basie Matertals financing, 
there ust te elegy denonstration proposed project will serve regtone) op 
Horld market needs and will be able to oxist in world market. 


7> (8) a@ @ practical natter at this tiwe, POA/W is mking no sharp 
distinction betuesn projects subaitted in the country prograx and projects sub- 
Gitted for Basie tatertals financing, The countries | programs ss suiuitted by 
each idesion, lncludiag Basic Materials Projects, should mke s consistent. WHOLE » 
UA aby avon where By Projects are omitted from FY 1955 subaissions already Iida, 
ploase subuit Baste Materials Frojects separately , 





(b) Insofar gs practicable, Technical Jgsistance Frojests in F¥ 1955 
that may lead on te development profeate in a subsequent year should be included 
in the rewuest for country prograu financing, Ih areas where development projects 
are permitted 2s part of counwry progran for Fy 1955, they should be tlearly 
enough deseribed and suificiently vell distinguished from other parts of program 
So that they my he inclislod in the country program or the Basic Naterials Pro} 
o*@s a8 HRY appear appropriate, 


{o) For any project for vhich large-seale capital develoment is proe 
jected with Beate terials funds for Fy 955, there should be 2 definite pro~ 
gait LO complete adequate prolininary and exploratory work in Fy 1954 with 7A 
Gr other funds, %% is tetognised that pre barctory work will not yet have been 
cctpieted in sce cages. Hence prepovals for project financing in FY 1955 son 
be entertained on assumption thet planned (repeat planned) preliwinayvy work 


Will, later indicate technical and econamis feasibility of project, 


Saue guouns of tonsy, This ts peculiarly true of Capital developments in the 
field of Agriculture, but el) prograiu8 Gelling for large-scale Capitel expend{~= 
tures to Increase saterials praduetion should be suhaitted te the test that 

auch expenditures will make possible « larger inerease tn production than would 
result from the expenditure of a Sailer amount of MONey Of a number of smaller 
projects and, in particular, on a number of Staller Technics] Assistance projects, 


8 (a) No decision has as yeu been made ix F0i/1 ae to whether Basie Meo 
terials Frojeots will he suniitted as separate pregrad or will be submitted along 
With other development Programs as part of the usual country and "yagionai’ 
prograll submlesiong , Hewsver, projects submitted by individual country missions 
Bill be evaluated in Poss) fron the point of view of regions} noads., 


(b) 3b is recognized Soucept in para 7(d) may not at first appesd 
Ye PC's, but they shold Uerstand thet in allocating development funds 5.8. 
+g 2tS Limited resources to achtove maximum benafite 
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+o greatest mamber of people by giving constant consider:tion to econaule de- 
Ve/opiisnt of regions os @ whole. Regional requirowents may at tiues lead to 
approval of fnancing for a project. that ight not qualify on basis of its 
*edabionship to PO's own need for materials or need for specific kind of 
foreign exchange sarnings that would result from project. Cotiversely, re 
gicnol requirauents for inereased production of some material might wake it 
Aupessiole with liuited funds for region to finance a project in some PC 
whieh might qualify if selection of profecte was limited by individual PC 
heeds snd to projects located within PC itself. Y's should therefore re« 
alive the poasthility exists of securing somevhat more assistance for de= 
Velopusnt than would obherwige be available, if each PC considers what kind 
of program will serve the needs of other countries, as well as its own 
country priorities. 


(s) Therefore, insofar as dssions are able to so, thay should 
furnish information which will. help POW to deteruine project priorities 
frou the point of view of uoeting regional requirements as well as determining 
priorities of PC needs that will. be served dircetly, 


9, TO! regards the Basie uoterials Prograu generally as still in e 
growing phese and regards the prograws for oth FY 1954 and FY 1955 as testing 
soe of the underlying concepts, OA/W de presenting the need for such ¢ 
progran to other Agencies of the ixecutive Branch in belief that some such 
Financing is required in a world of ineomvertible currencies to produce an 
expansion of trade between nonedollar areas. In this sense, however, the pro- 
gras will, be significant, only if it can bs show that by supplying rele- 
tively sueil auouts of dollars or loca) currencies, U.S. fuxis ach as cata» 
lytic agents to encourage a larger flow of private investacnt, of IBRD funds 
or of foreign governnent funds than would otharwise occur, 4 second under~ 
lying concept which is being tested Involves the notion that, if funds aro 
available to finance an expansion of preduction for the non-dollar trade 
of countries receiving U.S. assistance, many projects will in fact be devee 
Loped which may ultimately prove eligible for IERD or other normal souress 
of Goller financing tut which wold not have been brought to such a state 
of readiness unless there had been initial assurance that they wight be con= 
sidered for Bi financing Lf other mans of financing could not be found. 


10. FOY\! anticdpatos that there mst still be a substantial grant 
program for TA Projects in FY 1955 to evolve development programs, particularly 
in ‘sla. However, outright grants for profects to inerosse the production of’ 
natsrials which will earn some form of foreign exchenge are regarded a8 ine 
appropriate for neny countries oven in FY 1994, Sbi1] other areas in FY 1955 
Will be asked to consider what form of paywent thay can ueke for 24 funds. 


lL. FOs/t’ contemplates that the funds required in FY 1955 may be 
ither loval currency finds or dollar funds, ani that the bulk of the Basde 
Hatorials financing is lilly to involve the financing of some vertion of 
the Local currency expenditures for a developusnt project, 
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12. Asgiill be evident from the foregoing, F0i/\' presumes that the Pasic 
satoriels Program will be a continuing prograw for several years. This does 
not (repeat not) mean that Congress will be asked in FY 1955 for a larger 
appropriation than will be needed to finance minimum obligations for FY 1955. 
It does not (repeat not) mean that, by undertalding to finance sous part of 
& project in FY 1955, 0.5, Governuent will -e committed to additional financing 
in later years. However, FOA/W does plan to present the Basic Materials Pro= 
gram to Congress in such a way that 1t would be logitiuate for PC's to develop 
Technical Assistance Frojects in FY 1955 which wight be financed as development 
projects in FY 1956, if preliminary studies in }Y 1955 indicated that they 
were warranted, It also mans that 1t would ba possible in FY 1955 to inaugurate 
projects which might take several years for thelr cowpletion, though the schedule 
for coupleting such projects might be delayed if the country were required to pro~ 
vide all resources needed after FY 1955. 


13, Project cutmissions mst be made by F0s/ to the Bureau of the Budget 
by Noveuber 1. In view of tight deadlinos, it has not been practicable to clear 
these instructions with other agencies or to digcuss fully with thea the foras 
of psywent which may be sugzested for the FY 1955 program. This airgram will, 
of course, be circulsted to all interested U.S. Goverment Agencies and, more 
especially, the Program will be ikem thoroughly discussed with them before pre= 
sentation to Congress. Submissions for November 1 deadline should be checked 
against this airgram. It should also be used to guide continuing work in fore 
miating further projects for later subaission. 
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3. Addis \baba 3= Bangkok 3. Belgrade 

3. Aguan j= Djakarta jo Sonn 
Caracas — z Ankara 1Q-anila 6. Brussels 
Ciudad Trujillo #3 3. Asmara \o Saigon h., Copenhagen 
(Matemala City .3 10- ithens eo  BLpel Bes Lisbon 
favana «3 3- Baghdad 3- kangocn 49. london 
la Pas «8 3. Aelrut 9. sadrid 
Lina «5 3” Cairo a Oslo 
VANS UR BRI 3 3 Dawascus 32 Yeris vN 
wexico City -3 3 Jidda, 6. The Hague 
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Rio de Janelro «3 3- New Delhi 
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CHARGE: Siassifieation Control: TOUBFO #176 
Poa/w DATE: Oetobar 27, 1953 
Nosec. 
USPOTO Cire M3. Some explanatory work in basic material supplies 
carried on by our Natural Resources Nivision and hope for increased 


development curing 1%l~195S, However, wost of geologists tine spent 





on water resources being primary factar host government. Some iron ore 


discovered, 
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Mando Material Program FY 195) 


SUBJECT =. 


i, Tho Tallowlng fnastruction supereades criteria for BY Programs 26 clined 
| in Gromer Ath to eX MAA and TCA Miselons, Augawt 28, 1952, Bengeek lAISTO 
| AoW3iy Hagoh 20, 1953, and MUSTO Ciewular ? sah to a3, Far Bast Mesiona, 

| lek WAN Nay d3 1533, 
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gy Congreas bie approved @ BMP for 1954 and Appropriation Act provides $19 
m “2.00 a fon sashatanicn avthorized by Sections 544 and 545 of the det of 





reaqursss ami to geeure the production of adequate supplies of esasntial, raw 
mitardaia tor ie collective defense of the fres World, the Digector Lyi? 
Mitunk Savurity te autherised to initdate projects for, and aegis in oro 
Cama en wimisting tnamesed produstlon af, wateriols ta which deticienetay 
or potential deficiencies {mn guonly tin’ among nation Wwoodving Tea ted 
| Slate asedatance, Thory is hereby anthoriaad to be appronria! i 
| Beosidant for the find. your 1954 net to exnsed $7,600,000 to earey cut the 
| eovietons of tia section.” 
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Be Swertion SUS tates that {a} The severed amounts cthermias exthorigad 
by fads Ash to be aoprepmiated are authoricad to ba increased by amounts 
” vbtet MAL. wot, In the ageregate, azcoed $93,396,000, (b) dnoumbs anne 
' prlated premet to any anthowaetion oontalned da this det are av thor iged 
| te be moda avaliable Loy purchase of favaign currencios (Ancluding foreign 
curmuen ot evadite ced to or ome by the talted Statea): Provider, That 
each guymenaion or avedite axe autho wed to be mada available fer we, with= 
| out toliburseaant te the Treaty; for Wawidation of obligations lagsliy 
| unomized aginst uch cuwwrenciog prier to duky yp 1953," | 
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So Of the $98 396,000 ptated dn pane 2b sbowa, $25 million of counterpart mac wigiliy 
cermarke:) for basic: anterisis, this, togotiar mith th 47,500,000, sutharised wher | 
Section Sil, made 2 voted of £32 505.000 , Mowawwer, the Mixteal Security Appropriation Act, 
mht Pols hes 83rd Congress appropriated $19 wididen for the antirs gon the bat of 
ner idx ele Molo cure A be a pn oa ner L mumncies 
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Seotion, Uh of Potq LIB com bo dutarproted very broadly, Rowsver, although the Senate 
Yoreign Relotione Gonaittes apdorned the Iashe purnases of the F0. aaahe Materiala Program, 
the House Appropeiztions Commitee Ropar indécatos a Liem intent that the pregrae be 
LbiLied to projects in Afvien avi Agia for profects diveetly related te the prxiuation ot 
tenruportatiLoa of critical mut strategic aeteriels. In view of the isgisletive history, 
the YF 195) BMP wild be conducted along the following Lines: 


Pins) friordty 


(1) Direct produetion or transportation projects aimed directly at increasing pro~ 
_ af exitionl materials in short moply in the free world and ia the 0.8, (see $ 
bolo). 


he Dirac Produc elon. 


Bgl say ay * donk, queroncy Lurie my be made available to geverbarate o¢ to 
wate orodveers for direst production projects, dncluding preliadawy 
BurrEy, p nec oredustion profeots inciwe ox: Slavetien oa Reet dopoad hs, 
con), power LackUitiaa, amd other Tecilitdes which ess Latispena: 
incveaced mine produotlou, x } Mach ave clearly @ part af direct invnateent 
racavenvy to dnorsased oreduetien ot oratioal at strategic materials, 


Qo Support Projects 14 the Mold of Bx 
Funis wey be mide senilable far the parpose of ageuring the avadlability of 


inerenred traport (euch és porte, roads and radlroeds) negensary to deoute 
Lunceansed nextection or deliverise of strategic mteriais, 















Pranenosts, at 


(2} Avnsiotancy to Simanotel inetibutdeng, such ea an ‘Industrial Bank in Turkey, which 
eal primrity, bus net axelucively, develop chroxe or other high priority 4teme. 





(2) PreMndeary study and enginsering Loy Mmiliany power oul other analllary 
Puodlities Jama tan to the pooducklon of transpurtetien of high priority materials, 
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‘olinivery exploration sad peotogival surveys dn hela and ota onderdereic 
ml engineering aod other prelininary surveye for sapport wtajacta) Lor eveoqemnt 
cho ia nox anikeiele whieh axe dp 1 ng Louk! oy anpyly iGoBos Axe HAAN, «ut? 
% Seeope cithis ikon the Uedted States), Guch amloreation of sormye might (a) 
sndhonte uredeate vidch aight be fineoced Drom other soutves (41 wiing wrhvete Lavestnaat. 
(b) forme the basta of on FO FF 1995 onweran, 
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ideration shold Pleat be gives te the Sallest possible 

sete Aavintance Puady, Hewsyer, if material ances iay 
“ng sveitabte in pate suite then nected for ecasmeptica within the commiey Anal 7 
ater saul ge of ameee't to other aneas ot the baaiy af segional dade, separa iicay my ‘ie 
given, to tha wee of amath aunnte of Bando Materials Forde to indoss petindnary wags 
(inelwiing wanuing and amemya) paving the way for atiheequont production prejesta, y 
projects Whit, be givwa emiehal coumidosation where £% com be eon that they will pove the 
voud for ths davestaant af pelvete capitals 



















So Uateriale to be vourldered under the Basic Pateriale Proms 
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educa, an Geliwerles of the foliewing materials 
Tira? Priorkty (J, and 2) awd Seed Priarity (1) above. 
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Nica {Muscwvate grade block) huurphous Graphite 
Caray Moly bderuye 
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Preference will be given ts Atoms in tes Meet group although aateriais dn bois ¢ 
eyald be wigivie fer haste aateriels SANE NB on thm bag of weberioda which are rhe 
ghort oipnly, The above Zista are subject to cheage fron time to tim end Misetone wit) 
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in avery Ghee were deyetieliogg ara propagxl with private pertdes, the Jomad, gewerie 
mont ahaih he eonowted before baud and ite oxearreuce secured, th aiéttion, asgurensas 


ox the dowel gevevmmant wlll be raquiowd thet it will parwit the canteactor be paet ony: 
vader the aemtene’s, 
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ceisataration any dere Lt san he sweetly agzamt tt the enrying out of the projects 
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or dalivery of miferials in — 
Roce Yan Meo yes, Ti 49 Comdenbie to amaque wo (he pragsatation of projects 

wd, "yithin & vonmmable neviod of timo aemit pocleeerrons of the developmat role 
played by the Sade Mie: mals Progeta, 





be SdtaM AS » Row pradarence MALL bo anaweted yeaubate Cor acalatenoe where 
wan Terwis saoweanse as given thal the Ud, Revie coquested wilt be expanded withiy 
letter reaths (fine enemviien of the touteast, Altionga it is recomend Mat Made 
Japdlation peeents ws Mie ds peebdlons for yeolacie which require mace thon 35 mente for 
Bath crophtalet, Ut Je Zeki thet this Uinktetles ts devieeble commideriog the aapuat of 
fveig svelante, Leaondingty, in the oes of Jongetor: overall. preajects, 1b ls te2e 
nerogarsy tant thoy va braket dau vonrs Laseiola date idurtizieble etages, each ahi te 
DVO & oRMeLee ob ierscraiug Rae thy evort 4 Tebahta a, laot ootmet be Beokes dem fies 


woamar 8G WAL Toe he & soos ing WALA of tha cert of the counter @rich wD aseure The 
compe Shen oh tae phd sh a a it no Further bucks metawiais futde ave Sym epEla tad ha PY 
hia » Lo 4e vacocniced Gat the corpleidon dete wnt prchebly be delaged of the cxanbry 
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hustetonce wader Section fh 43 contingent on # aubstantial participates from 
gthar a os iy or public, Generally, the justification fer 2 propesed project 
wacated gry of projects (Sogo, combined progias for 8 wind, power plant arnt 
rateched by frie from 


kor Satingre 
ulvond) will show tut the Uso fd wild be at least 
gts nources « (BoC> Bulge’, lots, of private capital). 


®s Loney 
(3) Cone tation with FAC. Dutiemesdisestnesicomsnencyedbens 
Aoi My after Sanitation n wath MAC. Ai ana a wil be repaanhie ¢ to the 
U8, lormenwent, wither in the currency advanced ot in maiterdals, te “th 
dotedabaed « on 2 ¢nae-by-chay bagis, 
(13) Anvetiuation and Gregy Padod. 


mortination seriod for lotas fer direst production | ducluling 





















& She arin sane 
axolotation) ami support projects wil generally he no iemger than 15 asd 20 
yearn Mame rsepectivealy, with oraference for the earliest econcaic 
anortisation perio?, The actual tarmm Jor each Joan wil) be determined on a 
wre-by-ense bain after comtaliation saith MAC. 


by In special caaog a grace parted wil) be considered for deferring paymcta 
of intexest and repayacote ef oeincipal for periods of up to five years, 
Tatoos, LoMeaey , will acer fron date af advance, 


(444) quterete panes The determination of internat rater will be made by MAS dw. 
Os Tig of general 0.8, pulley axd on & omdeekyecaet bagia, Far diseuseton 
pechcns cpp ausyrdbor that the 1953 experience ven that the minim rete 
was adoat few porcant higher than the 0.5. market rate fur 0.6, Geverzment 
eye oe Rane ia the caso of Local. cuxrensy loans, the lovwsd rate for 













Recogaiaing the peculiag sharkoter 
AL mterisis availabilities are te 
Mire? nity of finding risk capital for such ventures, 
cided ue te ake geared the loan haxis for high — 
silaeite prereh i projects, with & prowisden that rename 

amy If materiale dn economically amlaitadle quantitdeg ars dlocovered. th 
meh contracts 3¢ mart be alealy spelled out thet this previaton applies to 
any vateriais dlecevered in oh zt tables toad aot only to certain srechiied 
= By aa als be adequate sesurancee that, wow discovery, axplaita- 


(iv) : ahs 

















FO funda my be mide available ty angist in the ogtublishsant of » develormmmt 
dank, ov ob a udning departraat of an sxleting development bank, which is dovigned prlaariiy 
te provide finanelng for the preduoticn of materials noted da § ab. bny ouch project 











——ee Piatee ed. ws 


SECU URI CLASSI CATION 










re \ f of be : ‘ Ls = > rr. 7 : 

Ly a .4 Tepes (it \ae Pee vee a “a -~ ai . : 
i “ae 8 ~<a no tae — Pe be se .* : 

eo . ee ; a - 


¢ S * os Ringdh> Ba 7 yo" a) “. “t= | : 
= {os us ‘ a. -rey sail ar ae mia bi deAS ; ' 4 
, me! corse 4 rs “vw iewe « 236 ee if at AY A> - 
tank * - * =— =< “se oe =e : 
. ~~. 2 
=> | ~~) "| r- - bs E 
oO LA ’ / \ ¥ ’ al © | 
t k id " 4 » EL a a | \, i aa i p . 
r 1 F ‘i i A 7) i 7 hy Wi, J \ 
) > ee Yy ea ets a 
‘ ‘ i . r f ' ae q 
te ey ee @ Gen os 
' ‘ i | = r 
- a (3 - 


TO ALL POL HISSYORS 











~ SEGURITY CLASSIFICATION = 


USFOrO GING me | ee 


eA 
~T Page NO 


7 





- - 
. ' t=" - ih 
- 


| ae ¥ engl _ 7 : 2, 4 eye la 
=. ' si A Bi 


| (2) The need for 2 credit, institution te develop high-priority mineral. productia : 
| be q 
sti) 4 capital contribution of nons0k sources of at least 60%; 


(414) An outhine of the proposed nathod of operation, together with a stetonsnt ag 
6G the cosirebidity for associated U,¢. technical evaistanca; and 


(iv) 4 direct contractual relationship between FOA and the government cunearnad 
of the financial institotion, with goverment approval) in order te mi: | 
cleée that FQ relations will only be with the governnent or bank ccncamed, 
id Would exclude proposals thet FOA fuads be used through s developnent 
bark as agent for losng to private producers, and would thus avoid quistions 
of the “a of FOL on default, etc,, if it ware the princinal using the benk 
a3 agen 


D ’ eit R | Types of Finoneing. 
dmwosanens of U8. Government funda which wuld yield annual income paymants to the US, 
peamury, but whieh would not require amortisation of the principal, Such an arrangement 
omg Chey eigioniet poem yh rer capi tal available to & deve ees AEE bank, : 

VEL SOQULNG wae Bmortieation of individual project loaus but which planned a conti | 
pYogran of rainveatrent, i on . | 


cerefully reviewed by MC and FOYT, To general, however, tho ueojoct i 






































Bis Crantg. 


(i) FOL fonds for basic materials projects will, bo available in FY 1954 on @ gr 
rat sae a vee ore pOUE Bakd, We 8, : Oh & prant — 
bseis 43 vel] as on a loan basis, Grants will be considered undar the fol) | 
dae civouattannac Lt 08 considered under the foliga= — 





do \ihere project is highty eagential and can be chow to be non=ge} f- 
liquidating, ami where no evhoidy to private enterprise ig involved, 





¢o to Dinence surveys or preliginary eaginearing uhere TA ¢ y fats 

So : ’ _e dcilicthaemine al yee aes 2 9.8 pat Ae te yp” Co wat, fits 
are not avaliable and where & awa exout of BY funds Bay sane ths way 
= 7 went production projecta, which might give rise te inaressed 
Capo Ba ' Mi Se 











2o Where funds aro xede avellable to @ foreign government or foredga govern 
nent agency whieh, in Cust, WL make the funds avedisble os a lean Ge 
ottio at agreed basis for approved develomment arojects, but where Zor 
political or other neszons the 0,5, Covernmont regare it as disedvants 

gous to gainteln continuing supervision of the reine owtyent of the 
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end where for orcmomie reasons FOA/W believes that the country duvolved 








FOL for basic aaterials develonuent 
revenas producing projecta on & lows 
le to 





| basis. Suen loans wuld 





covelopasnt on mutually agressble terns, 


ae the question of counterpart deposit will be decided by Fok/W on a case=by-ca.se 
‘basis. In gonsral, however, PO/W believes it would be desirable to develop grant projects 
Oh & basis analogous ty the Tit-type development projects on a matching contribution basis. 
‘This seaus iwre appropriate in the general. BM casa whore local currency requirements bulk 
‘darge, where dolisr commodity aesistance is minimal, and where 5.9. suppert is largely re= 
‘quixed for techaica) aseistance ani services and equipment and supplier related thereto, 


20, Options for Haterial Purchase, 











im direct production projects and, whore appropriate, in support: projects 9 provieion 
ty de made for 9 U8. Governncat option to purchase ® portion of the increased mterials 
‘Production resulting from the project. Option terns for particular projects will be for= 
‘warded to the Mission efter consultation with G&A, 








i, Justification Recuized. 
|e Sustification on basis of shore eritenis. 


In every case, whether the project be of direct or suppart nature, there mist be 
@ clear showing that the use of the aesistance requested will rosult in the nadiatenance of 
production, that would otherwise substantially decline, or a substantial increase in the 
‘production and/or delivery of besic materials as described in |; abova, 
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Co Bueunoeriag ani Sinanclal justification of the soundness of the oro sob. 


(3) In the cass of support projects, proof wild be required that all necessary 
preliminary engineering has been completed and that a final plan ie ready 
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for iomlenentation ulless the funde requested are for the purpose of drau- 

ing up such & plan, in which case proof will be required that the necessary 
mclLininary studies have been cetmpleted and necessary data are available to 
begin such DIAMINE » 


(33) Im tho ease of direct projects, there will be required a showing of the 
sowtcness of the proposed projects from the standpoint of the adequacy of 
proven reserves, the validity of the ay ory mining techniques ox ptr: 
the quality of the avelleble managencnt oe ~~ ciricorepecae goundine 
ond responsibility, Before soprovall of a project, an examination by a 
qualified engincer or expert will, be required, 























These game requirements of justification mst be met in the case of 
yp hehe 4ou projects which FO\A has indicated, after a preliminary revised, 
4 ip willing to consider wider this progrem, 
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. be made in dach contrwat, vu 


ciojage mer wileh Luads umler this program are 
NEC LVELIAD LO for vhe subivission of 4 deg 


ste phywieal and financial progress reperts, 








inspection and Ault, 


(4) As a part of the Project Authorisation, but mot necessarily formally 
incorporated therein, FOA/Migslon Controller ami others will arrange for 
serhotie inspections by Fou nersonne} L of the progress of each vroject. 





(ii) Im addition to participating an inspections and reviewing such reports, the 
Vissicn Controller is responsible, during the pres “ at completion of 
various phases, Lor deteraining that the funds a : 
weilized for seecifiled project purpos in a 
Autnorizetion, This shall be done bys 









io Confimelag thet appropriate records are maintained and financis 
ond arocedures are osiablished by the Participating Coumtry, 





2o Reviewing axl evalusting these controls for adequacy, and recommending 


nooessay changes, if any, through the Mission Chie? te the ® operating 
ofiieisiss and 


go ‘ullizng documents end recerda to the extent necessary to assure that 


funda vere properly spent and that the submitted financial otatenents 
are accurate, 
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| ( as) 1 Arrengomonta ehould be made with the BD at the initiation of each Basic 
Be Materials Project on types of records, controls ; end matters such as de= 
; sirabiity of segregation of records of FO\ funds 








orcblens and chenges to the moclmn ex 









: a) The Meeion is responsible for evaluation of and reporting on the technical, 


hvadoal re d financial — of the project in terms of the stated ob,jco- 
rthord.zation, 





| by MS SL005 
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|___ ifistane will develop projects with loot authorities in the Light of those 
tnstructione ond thelr ow imowledge of the areas, thelr possibilities and requires 
| 
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‘Since final approval must be based on overall requironents, relative wrjorities at an! 
eyallabiiitios of Punta, ho commitment as te U.S. agaistance for the carrying out of thege 
‘projects ehould be mies to the Joe authorities, Projects should be subuitted to FAA 
in Scoordance with Cireuler A@23, September 27, 1952, Prior to submission Mis: 
Controlior should review project tor finenclal sowmdness and risk involved, adecuncy of 
Timancial deta, inchuiing costs. 











Do Review 20 and b SD provel ojects. 

POM Wil), GpOn receipt of projects, consult with asa /y ari the TERO and Eximbenk 
‘to ascertain whether they ara duterested and able to take over the projects if G&A of the 
Dany ‘Andicate @ willingnegs and ability premitly te take over a project, it will be turned 
 * sii the Miselon notified, FOA/Y wild then review the reminding projects, It will 
‘feview thon dn the Light of the criteria, the projects miuitted from other SYRES, ax 
weilable fmde, Tt will approve these projects thich seem te give the best possibility of 
“earrying out FOA resoonaibility with the aves.deble funds. Requests Lor further information 
a. desigiens om projects will be tranamitted to the Hisalons direct from FOA/i, 


























Hagions will be reaponsihle for technical evaluation of projects in the f ields 
"pay Wi will be responsible for final evaluation, including review by the Controlier. Ta 
this coumoation, w0 will be unde uberever available of GSA personnel in the field te carry 
ochnical evaluation, there eR) tg are not heiernstr technical 
x¢ oma i wid be ise il te — speyione Depending reunstences, 1t may be 
OG ¢ ae Y : ry mits pata 3 the orejects, The 
sarrying out such evalus tious, 






















iogotdatzon of contracts, 






’ m the event thet a project has bean arproved by FOAM, it will be necesasry to 
securs iocall govarwnnt spprovel eg in *b* above, and execute s ‘contract betiean the BoSo 
Gove rnan’ co the one head, and tie foreign goverpment on the foreign private naticnal. 
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Miesions will. be responsible for following up and reporting on performance 
under these contracts. in the interest of central evaluation, copies of all such 
reports will be sent FOA/W. 


CABLE WOK ~ SID 20: 


ASUNCLON »~ 3 
Bagata « 3 
Caracas +. 4 


Chudad Trujilla co 4 


Guatemala CLt vy * 5 
Hlavang uw % 


Montevideo - £ 
Panama City = 5 
Port Au Prince ® 3 
Ovito « 3 

Rio de daneire ~ 3 
San Jose = 3 

San Salvador » 3 
Sentiage » 3 
Teguelgalps - 3 





. FOR MS STORS-ISFOMDETEC 4-3 re 





gad reporting, 








ae BECURITY CLASSIFICATION 


UNCLASSIFIED 





r P ssiving assistance on the other, These negotdations will nermally be carried aut by 
the Hissions on instructions fran POAAV, 





STASSEN 
3 = Addis Ababa 3 » Belgrade 
% = Amman 12~ Bonn 
6 » Ankara 6 .. Brussels 
3  Asmere, 4. - Copenhagen 
LO Athens 3 © Lisben 
5 « Bagtdad 20 Landon 
J - Beirut 2 « Madrid 
3-Cairo 2» Behe 
3 » Damascus 2» Paris Missien 
3. Jidda 6 » Rome 
3 ~ Kabul 6 » The Hague 
5 » Karachi & - Vienna 
3 = Xatmandy 
4 - Monrovia 
3 = New Delhi 
3 ~ Tehran 
4 m= Tel Aviv 
3» Trhpold 
3 » Bankok 
3 Djakarta 
10+ Manila 
3 ~ Saigon. 
6 ~ Talpod, 
3 - Rangaon 


TSECLAITY CLASSIFICATION 











(See elso MUSTO CIRC A-S7, May 26, 1953). 


